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Ace Card of the Burglary. Pack 


HE MONEY AND SECURITIES 
broad form policy is undoubt- 

edly the ace card of the burglary 
pack. It may be written to provide 
all the coverage of the named 
perils paymaster and messenger 
robbery, office and store robbery 
and safe burglary policies, and in 
addition it provides coverage 
against many other perils. In fact, 
it is practically an all-loss policy 
with only the following exclusions. 
The company shall not be liable 
for loss, destruction or damage 


The author—Mr. Montgomery is 
secretary of the Indemnity Insurance Co. of 
North America, in charge of burglary and 
glass underwriting. He began his insurance 
career in his present company as a clerk in 
1921, later serving as special agent and as 
manager of the burglary and glass dept. He 
was elected assistant secretary in 1925. 
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caused by: (1) war—whether de- 
clared or not—invasion, insurrec- 
tion, rebellion, hostilities, revolu- 
tion, or military or usurped power; 
(2) any dishonest, fraudulent or 
criminal act of the insured or of 
any officer, employee, partner, di- 
rector, trustee or authorized repre- 
sentative of the insured, whether 
acting alone or in collusion with 
others, but this exclusion shall not 
apply to loss, destruction or dam- 
age caused by safe burglary or rob- 
bery committed by an employee of 
the insured ; (3) the giving or sur- 
rendering of any money or securi- 
ties in any exchange or purchase, 
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and (4) 
committed. 

Some companies omit the last 
exclusion contending that it is 
meaningless, since a forgery is not 
a loss of money or securities by de- 
struction, disappearance or wrong- 
ful abstraction. They argue, too, 
that it conflicts with the insuring 
agreement, since stolen checks and 
non-negotiable securities cannot be 
negotiated until they have been 
forged or altered. 

The exclusions of this policy con- 
tain the following additional sen- 
tence: “The insurance under this 
policy shall not apply to manu- 
scripts, records or accounts, nor to 
plate glass or lettering or ornamen- 
tation thereon.” 


forgery by whomsover 


SoME UNusuAL CLAIMS 


The following examples of un- 
usual claims dramatically empha- 
size the scope of the coverage. 

The enterprising manager of a 
chain grocery store in a town near 
Pittsburgh, Pennsylvania, went to 
work on Washington’s Birthday 
two years ago when the store was 
closed for a holiday. He was seated 
at his desk preparing the next day’s 
payroll for disbursal, when he no- 
ticed that his legs felt hot, and 
looking down, saw that his trousers 
were on fire. He rushed out of his 
office and into the packing room, 
where he rolled in some sawdust 
and extinguished the fire, but not 
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until after he had suffered very 
serious burns. Upon returning to 
the office, he found it in flames. He 
immediately notified the fire com- 
pany, which succeeded in extin- 
guishing the fire after it had done 
considerable damage to the prem- 
ises, including the destruction of 
the payroll money. It was impossi- 
ble to salvage more than a small 
portion of the latter, and a loss of 
approximately $1,800 was paid un- 
der a money and securities broad 
form policy. 

The cause of the fire was most 
unusual. The manager had been 
using some cleaning fluid in an ef- 
fort to remove a spot from his 
trousers and had placed the can 
under his desk. He could not re- 
member whether or not he had 
screwed on the lid, but he does re- 
member kicking it as he worked. It 
developed that he had kicked over 
the can and that the fluid had run 
across the floor and down the reg- 
ister, where the fumes were ignited 
by the furnace heat. The flames 
came up the flue, across the floor, 
and ignited the man’s trousers. 

Then there was a druggist in 
Winnipeg, Manitoba, who forgot to 
close the door to his safe when he 
shut up shop one evening. The 
Red River of the North was on the 
rampage, and a large part of Win- 
nipeg was under flood water for 
over a week. When the druggist 
was finally able to get back into 
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his shop, all the contents of the 
safe had floated away toward Hud- 
son Bay. The loss of his money was 
covered by a money and securities 
broad form policy. 

In another instance, a cashier of 
a super-market was presented with 
a check for $56.33 from a woman 
customer in payment for purchases 
of groceries amounting to $1.25. 
He cashed her check and later dis- 
covered that it was not in the cash 
register. Evidently the woman, 
whose identity was not known, had 
picked up both the check and the 
cash. Although this money was ob- 
viously obtained by fraud, the loss 
was not “caused or contributed to 
by the giving or surrendering of 
any money or securities in any ex- 
change or purchase,” and was 
therefore covered by the broad 
form policy. 

A coal dealer in Endicott, New 
York, placed $103.62 in an envel- 
ope and slipped it between some 
old delivery slips in a file drawer 
in his office. The next day, forget- 
ting that he had done this, he 
cleaned out his file drawers and 
threw everything into a wastebas- 
ket for disposal in the incinerator 
the following day. Two hours after 
the contents of the wastebasket 
had been duly burned, the dealer 
remembered the envelope contain- 
ing money. The loss was covered 
by a money and securities broad 
form policy, 
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All of the above incidents in- 
volve losses which were the result 
of carelessness, and it might be as- 
sumed that the broad form policy 
is carelessness insurance. It is per- 
fectly true that every company 
pays a great many losses under this 
policy which were the result of 
carelessness of the insured or his 
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employees, but generally these are 
small and do not have much effect 
upon the loss ratio. However, it is 
certainly a very great comfort to 
an agent to be able to tell his cus- 
tomers that such losses are covered. 

Actually, the broad form policy 
covers every type of loss that 
would have been covered by the 
more limited named perils policies 
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such as paymaster and messenger 
robbery, inside robbery and safe 
burglary. Generally these are much 
larger and more dramatic, although 
fortunately not so frequent. Here 
are some examples of losses paid 
under the policy. 

Less than two years ago, the 
employees of a large Philadelphia 
dairy company were busily en- 
gaged in preparing the company’s 
payroll, when they suddenly looked 
up and found themselves con- 
fronted by a number of masked 
men and the business ends of ugly- 
looking pistols. As in so many of 
these daring daylight robberies, the 
bandits bound and gagged the em- 
ployees, and after taping their eyes, 
made them lie on the floor while 
they scooped up all the money. In 
this case, they got away with over 
$45,000, and the loss was promptly 
paid by the insurance company un- 
der a money and securities broad 
form policy. 

One of the employees, while 
lying on the floor, was able to 
observe the shoes of the bandits 
and noted that one pair of shoes 
had some paint spots on it. This 
little clue was the bandits’ undo- 
ing. Approximately 50 percent of 
the payroll money consisted of 
checks which one of the bandits 
burned in the gutter of a Philadel- 
phia alley half an hour later. 
This action was observed by a 
small boy who later poked among 
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the ashes and found the remains of 
some of the _ insured’s_ checks, 
which were later identified. 

There followed a relentless man 
hunt, in the course of which one 
plain-clothes detective spent hours 
at a time in patrolling the area 
where the burnt checks had been 
found. Finally his perseverance 
was rewarded when he noticed 
that the shoes of a passing man 
had white paint spots on them. He 
followed this man to a second-floor 
apartment, and was able to catch 
all but one of the gangsters and 
recover a large portion of the 
money, so that the ultimate loss to 
the company was only $4,355, plus 
a reward of $2,500 which was paid 
to the police department. The 
ringleader of the gang, who had 
been working in a paint shop and 
had lent his spotted shoes to an- 
other member, was a parolee with 
a long prison record. He had re- 
cently been released after serving 
part of his sentence for a $48,500 
payroll robbery from an electric 
company in December 1944, and 
a $63,000 robbery of a bank the 
following July. 

A Kentucky grocery store was 
feloniously entered and its safe 
blown by the burglars. The safe 
contained $600 in cash and $18,- 
000 worth of Government bonds, 
Series F and G. In addition, there 
were $9,000 worth of registered E 
bonds which, being non-negotiable, 
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The contents of the safe had fluated away towards Hudson Bay 


were later found stuffed into a 
rural route mail box. Fortunately, 
the insured carried a broad form 
policy which fully covered his loss. 

Some businesses do not have 
safes and there is, of course, a “no 
safe” rate for premises broad form 
coverage in the burglary manual. 

A Ft. Worth, Texas, pharmacy 
was forcibly entered by burglars 
last December and money stolen 


from two cash registers, from a 
cigar box, from two marble tables 
and from a prescription drawer. 
There are no warranties in the 
broad form policy and no require- 
ment that the insured property 
must be placed at night in safes or 
vaults which are locked by com- 
bination or time locks. 

The above examples give a fair 
illustration of the scope of this con- 
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tract, which is undoubtedly the 
best and most saleable one offered 
to commercial risks by burglary in- 
surance underwriters. It may be 
combined with depositor’s forgery 
insurance and with blanket posi- 
tion bonds or primary commercial 
blanket bonds, and with all risk 
safe deposit box insurance and 
mercantile open stock burglary and 
theft insurance in a single com- 
bination contract which is known 
as the comprehensive dishonesty, 
disappearance and destruction pol- 
icy. The wise insurance agent will 
always offer his prospective cus- 
tomers the broadest coverage in his 
sales kit, and if it is impossible to 
make the sale because of price, 
or because the prospect does not 
require some of the coverage, he 
can then be offered the more lim- 
ited named perils policies, as he 
requires; but if the insured later 
sustains a loss that is not covered 
by the latter but would have been 
covered by the broad form policy, 
the agent will have done his duty 
and is relieved of all responsibility. 


Pick-UP PROVISION 


In selling this policy, the agent 
should never overlook the pick-up 
provision which is provided on 
page BF-24, rule 29 of the burglary 
manual. Existing specific insurance 
covering exposures on property in- 
cluded in the money and securities 
broad form policy may be deferred 


September 


and picked up later with a pre- 
mium credit allowed for such de- 
ferred portions. Use of this provi- 
sion will secure much business for 
the agent. He will be spared the 
worry of discovering later that he 
has lost important accounts only 
when he is unable to renew them 
because some other agent picked 
them up by the use of this en- 
dorsement. 


SPECIAL RATES 


Federal and state governments 
and any political subdivision there- 
of, public officials, insurance com- 
panies and public service compa- 
nies, building and Joan associations, 
savings and loan associations, in- 
vestment brokers and stock brokers 
are entitled to special rates. When 
loss outside premises insurance 
covers securities only, fidelity cov- 
erage may be included for an addi- 
tional premium of 10 percent of 
the premium for such insurance. 
No fidelity coverage may be pro- 
vided on the loss within premises 
insuring agreement. 

Mercantile open stock burglary 
or theft coverage written in accord- 
ance with the rules in the mercan- 
tile open stock section of the 
burglary manual may be provided 
by endorsement to the money and 
securities broad form policy. The 
policy provides that an additional 
premium shall be paid for the 
amount of insurance restored after 





1951 ACE CARD OF THE BURGLARY PACK 


loss payment, but this restoration for each insuring agreement. 
of premium may be waived for an These are a few of the special 
additional premium of 3 percent of features that a well-informed agent 
the policy premium, subject to an should keep in mind when selling 
annual minimum premium of $5.00 _ this very attractive coverage. 
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“I was just drooling at your beautiful display when. . .” 





... AUTOMOBILE 
Backfire. A man who put a coin in 
a parking meter, with the laudable 
intention of helping an unknown 
motorist whose time had run out, 
was arrested under a city ordinance 
which prohibits unauthorized persons 
from putting coins in meters (Ann 
Arbor, Mich.). 


... BURGLARY & THEFT 


Modest Efforts. In Mobile, Ala., a 
gunman who held up a woman in her 
husband’s grocery store took all her 
one-dollar bills, leaving the fives, tens 
and twenties. . . . In Dayton, Ohio, 
a householder returned to find $126 
missing from a box in which he kept 
valuables. A note left in the box 
read: “Will pay you back as soon as 
possible!” An additional $98 in the 
box was untouched. . . . In Los An- 


geles, Calif., burglars broke into a 
house; took nothing but the burglary 
alarm. . . . One of Those Days. In 
Houston, Tex., police reconstructed 
the activities of a burglar who broke 
into an oil company building, con- 
cluded that he: (1) tried unsuccess- 
fully to open up the cash register, 
the cigarette machine, the soft-drink 
machine; (2) tried to drive away with 
a trailer truck which jackknifed; (8) 
placed two long distance telephone 
calls and found nobody home; (4) 
quit in disgust. 


. .. MISCELLANEOUS 

Alibis. In San Diego, Calif., a woman 
jailed for drunkenness, explained that 
her rings were so tight she had to 
have a few drinks to relieve the pain. 
. In Maryland, a convict recap- 
tured after his escape, attempted to 


justify his two months’ absence with 
the explanation that he had fallen off 


a truck while at work outside the 
stockade, and didn’t telephone be- 
cause he didn’t have a nickel. . . . In 
Pittsburgh, a 67-year-old ex-convict 
was discovered trying the doors of a 
church rectory with an assortment 
of 25 keys. His explanation: “I was 
just looking for a place to pray.” ... 
Good News. In Bristol, England, a 
housewife heard a noise in her parlor 
in the middle of the night. She got 
up to investigate, was pleased to find 
a fish, still alive, in the fireplace. 


... SURETY 
Slight Oversight. In California, con- 
struction workers labored for three 
weeks, grading and scraping a three- 
acre plot near San Francisco for a 
state-owned freeway, before local of- 
ficials discovered the land had never 
been purchased. 








Fraud cannot be entirely pre- 
vented, though it can be cur- 
tailed. But in the last analy- 
sis, full protection is only 
assured when ample fidelity 
coverage is carried 


Fidelity Safeguards 


O SYSTEM has yet been devised 
N which affords full protection 
from the ingenious embezzler. Cer- 
tainly this is especially true in the 
case of employees, and it is they 
who cause the bulk of the losses 
paid under fidelity bonds. Many 
business organizations will view 
these statements with scepticism, 
contending that their accounting 
systems make it impossible for an 
employee to embezzle funds. Un- 
fortunately, the accounting sys- 
tem in effect and the confidence 
employers have in employees with 
long years of service, very often 
give management a false sense of 
security. 

Not too many years ago, the 
fidelity form of protection was very 
narrow and _ indemnified only 
The author—Mr. Hutchinson joined National 
Surety Corp. in its Chicago claim office in 
1921. In 1923 he was placed in charge of 
its surety and contract claims in eight south- 
ern states, with headquarters in Atlanta. He 
was transferred to the home office in 1929, 
to supervise the handling of claims under 
bank, fidelity and public official bonds, in- 


eluding burglary and plate glass, a position 
which he still holds. 


By S. P. HUTCHINSON 


against direct losses caused by lar- 
ceny or embezzlement by an iden- 
tifiable employee. Today the fidel- 
ity coverage indemnifies against 
any loss caused by a dishonest or 
fraudulent act on the part of a 
bonded employee. 

So far as the fidelity bond is con- 
cerned, there are no degrees of 
honesty, despite the fact that peo- 
ple often speak of someone as be- 
ing “exceedingly” honest or an- 
other as being “very honest.” If 
any employee’s dishonesty causes 
the loss, the fidelity bond affords 
protection—subject, of course, to 
well defined exceptions. 

Many losses caused by dishones- 
ty are never discovered. Other 
losses, despite periodic audits of 
the firm’s books, frequently remain 
undiscovered for years, and this is 
the primary reason why bonding 
companies must carry reserves 
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based on a formula required by 
law for the incurred but unreported 
losses. When a loss is finally 
brought to light, the carrier of the 
fidelity bond has a potential lia- 
bility, unless the assured has ceased 
to carry a bond and is barred from 
recovery by a time element. 

Fraud cannot be entirely pre- 
vented, but it can be curtailed. De- 
tailed audits are expensive and 
many times these expenses are pro- 
The cost of-an outside 
accounts means a 


hibitive. 
verification of 


sizeable outlay. Management, look- 
ing solely at the expense angle, 
may curtail the scope of the audit; 
yet, such curtailment may very well 
nullify the effect of the audit. 


RoLeE OF BANK EXAMINER 


Fidelity losses occur in banks as 
well as in other business organiza- 
tions. Very often we read a news 
item of some bank employee or of- 
ficer having stolen a large sum of 
money, and the man on the street 
asks, “Where were the bank ex- 
aminers?” There isa general mis- 
understanding of the bank exami- 
ners’ duties. Bank examiners do not 
make audits. Their primary func- 
tion is to make a verification of 
the bank’s assets to determine the 
bank’s solvency. They make an ap- 
praisal of the management, and 
when they complete their bank ex- 
amination they are not certifying 
that the bank’s assets are intact, or 
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that there are no hidden or undis- 
covered losses caused by employee 
dishonesty. It is not the function 
of bank examiners to seek out dis- 
honesty. They rarely uncover losses 
caused by employee dishonesty. 


VOLUNTARY CONFESSIONS 


Experience indicates that bank 
losses which have continued over 
a period of years, frequently come 
to light only when the embezzler, 
because of his fear of the audit 
then in progress, makes a voluntary 
This situation is true 
also in other branches of business 


confession. 


where regular audits are made. It 
has_ often stated that there 
can be no effective control of bank 
defalcations until the directors 
themselves come to comprehend 
the danger. 


been 


Auditors have stated, and expe- 
rience has shown, that the opera- 
tions of dishonesty can be segre- 
gated into: 

(1) Purchasing; 

(2) Selling; 

(3) Receiving money; 

(4) Paying out money; 

(5) Internal transfers. 

There is opportunity for dishonest 
practices in each of these cate- 
gories, and they should all be con- 
trolled. This is a function of man- 
agement. At least at periodic inter- 
vals, management should examine 
its own controls and security pro- 
tection. 
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Only recently, an assistant book- 
keeper of a manufacturing concern 
who had been employed for a num- 
ber of years, embezzled $165,000 
of his employer’s funds over a four- 
year period. During this time, 
audits were made at regular inter- 
vals, but the loss was not discov- 
ered. This employee was not even 
bonded. 

The managing officer of a bank 
in a nearby state, who had been in 
the bank’s employ for over 20 
years, stole in excess of $850,000, 
which very nearly represented the 
entire amount of the bank’s deposit 
liability. He had been stealing for 
more than 15 years, and the em- 
bezzlement was not discovered un- 
til the officer committed suicide. 

A sizeable manufacturing con- 
cern lost over $350,000 because a 
trusted employee devised a scheme 
to add fictitious names to the pay- 
roll. His embezzlement went undis- 
covered for over seven years, de- 
spite audits which were made 
semi-annually. 

A few years ago, a bank discov- 
ered a shortage approaching $250,- 
000, even though the dishonest 
officer had taken nothing from the 
bank since 1929. He succeeded in 
falsifying the bank records so that 
the original embezzlement had re- 
mained undiscovered until the 
Statute of Limitations for the crime 
had expired. This officer was finally 
convicted of the crime of forgery 
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because from month to month, over 
a 20-year period, he had made 
false entries on the bank’s records 
to conceal the embezzlement. 

A better internal control, or a 
better internal check or audit, 
might have prevented a great part 
of the losses set out above. 

Property, other than money, is 
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often the subject matter of a fidel- 
ity loss. During World War I, a 


large meat-packing center was 
alerted by reason of a rumor that 
foreign agents planned to destroy 
a large meat-slaughtering area by 
incendiary methods. On the par- 
ticular day, the local authorities 
caused several thousand stockyard 
employees to be searched when 
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they left the plants at the end of 
the work day. The search added 
nothing in the way of evidence in 
connection with the enemy’s plot, 
more than 500,000 pounds of 
stolen meat products were recov- 
ered from the employees searched. 
There are many ways of stealing 
funds, a few of which are listed 
below. 
(1) Padding payrolls. 
(2) Keeping two sets of 
books. 
Padding expenditures. 
Charging inactive  ac- 
counts. 
Not crediting cash pay- 
ments. 
Not entering cash sales. 
Making payments to fic- 
titious firms. 


Giving refunds for goods 
never returned. 


Stealing incoming pay- 
ments and using subse- 
quent remittances’ to 
cover up the theft. 

Likewise, there are many ways 

of covering up peculations. 

(1) False footing to cover up 
cash misappropriations in 
books. 

Overstating cash 
counts, allowances 


dis- 
and 


(3) 


(4 


(10) 
(11) 


For 


Failing to record, or un- 
derstating, sales, and di- 
verting cash receipts. 
Diverting collections and 
charging off accounts re- 
ceivable as bad debts. 
False petty cash and 
other disbursement vouch- 
ers. 

Understating cash dis- 
allowances and 
return purchases on cred- 
itors’ accounts and divert- 
ing cash. 

Raising cancelled checks 
returned by the bank to 
cover unauthorized with- 
drawals. 

Forging checks and di- 
verting proceeds. 
Failing to record sales of 
waste and scrap, freight 
refunds, settlements of 
damage and other claims, 
insurance premium re- 
funds or entering receipts 
thereof as exchange, and 
off-setting with unauthor- 
ized disbursement. 
Payroll manipulations. 
Kiting to cover up cash 
abstractions. 

years almost without num- 


counts, 


ber, employers have been seeking, 
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return sales on customers’ 
accounts, and pocketing 
such receipts to the ex- 
tent of such overstate- 
ments, 


with a limited measure of success, 
for ways and means of protecting 
themselves against the machina- 
tions of dishonest employees. In 
the process they have asked a ques- 
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The greatest safeguard is an adequate fidelity bond 


tion not easy to answer: “Why 
does an employee become dishon- 
est?” There are scores of reasons, 
some of them beyond the control 
of employers, although supervision 
and the installation and improve- 
ment of preventive systems can 
and will minimize the opportunity 
for an employee to steal. Even so, 
the greatest safeguard and _ pro- 
tection any business firm can have 


is the certainty that it has an ade- 
quate fidelity bond, sufficiently 
large to cover any loss which it 
may sustain. 

Bonding companies, with their 
wide experience in the investiga- 
tion and handling of losses, recog- 
nize a responsibility to the insuring 
public to give guidance and advice 
to help prevent losses. Agents can, 
at all times, obtain advice and sug- 
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gestions from their companies on 
loss preventive measures. Under- 
writers and claim men, because of 
their vast experience in connection 
with losses and their knowledge of 
the schemes and practices of dis- 
honest persons, can also be of great 
help. 

Dishonesty losses not only cost 
a purchaser of fidelity protection a 
high‘loss ratio and more money in 
premiums, they also cost him peace 
of mind. It is just good business to 
reduce the possibility of loss to a 
minimum. Too many losses occur 
at a time when the employer finds 
himself either with no bond pro- 
tection at all, or with a bond 
amount insufficient to cover his 
loss. Agents and brokers, as well as 
company management, have a real 





weer 





A? 
4 


| _@|Z 
4 


- 








responsibility to urge their insur- 
ance clients to purchase adequate 
protection. 

It is worth remembering that all 
the systems, safeguards, precau- 
tions and rules that could possibly 
be suggested or devised, are of no 
value unless they are enforced and 
periodically reviewed. Among the 
saddest cases of under-insured fi- 
delity losses are those in which loss 
prevention systems had been pro- 
vided, but supervisors had failed to 
use them. And it is also worth re- 
membering that even though this 
management responsibility may be 
very well carried out, losses may 
nevertheless occur. In the last an- 
alysis, full protection is only as- 
sured when ample fidelity cover- 
age is carried. 
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Liability of Storekeeper—An elderly 
woman was a customer in a food mar- 
ket when an employee in the course 
of his work pushed a hand truck 
loaded with three heavy cases of oil 
to a point near where she was stand- 
ing. As he was unloading the cases, 
one of them became dislodged and 
fell upon the woman’s ankle, causing 
painful and serious injuries. In her 
suit against the store a judgment was 
rendered in her favor, which was af- 
firmed by the appellate court. (Tea 
Company v. Jones (U.S. 1949) 177 F. 
2d. 166.) 
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Liability of Appliance Dealer—A hus- 
band and wife bought a kerosene cook 
stove from an appliance dealer and in- 
stalled it in their home. They made 
numerous complaints to the dealer that 
the stove was not functioning properly. 
Representatives of the dealer made 


several perfunctory inspections and 
assured the purchasers that there was 
nothing wrong with the stove. One day 
as the married daughter who lived 
with the family was baking biscuits, 
the oven burst into flame and started 
a fire which destroyed all the house- 


hold furnishings and most of an adja 
cent dairy plant which the husband 
and wife operated, and inflicted per- 
sonal injuries on the daughter. Suit 
was brought to recover for the dam- 
ages and injuries and judgment was 
rendered against the dealer for over 
$3,000. This was affirmed on appeal. 
(Williams v. Oklahoma Tire and Sup- 
ply Co. (U.S. 1949) 85 F. Supp. 260.) 


>. @ 


Liability of Bottler—A housewife pur- 
chased a bottled cola drink in a store 
and immediately drank the entire con- 
tents of the bottle, after which she 
noticed a razor blade stuck in the bot- 
tom of the bottle. The blade looked 
rusty and had the appearance of a 
blade after it had been used. A few 
minutes later she became nauseated and 
later she became sick. She was under 
a doctor’s care for seven months after 
the occurrence, complaining of nausea, 
loss of weight and nervousness. In her 
suit against the bottler the jury re- 
turned a $2,000 verdict in her favor. 
The judgment was affirmed on appeal. 
(Day v. Rains (Kentucky 1949) 220 
S. W. 2d 575.) 





@ The organized community 
program of the National Fire 
Waste Council provides a fine 
solution for thousands of civ- 
ic-minded people who want 
to do something about fire 
safety but don’t know how 
to begin 


Community Fire Prevention Pays 


IRE PREVENTION, like almost 
FH everything else that is worth 
while, still has to be sold. People 
have to be waked up, taken by the 
hand and led to the place where 
they are needed to do a job, then 
shown exactly what they are to do 
and how to do it. 

Sometimes it takes a disastrous 
fire to make people wake up and 
resolve that such a thing won't 
happen again in their town. 

But most people are civic- 
minded. They are willing and anx- 
ious to do their share for the good 
of the community and especially 
to protect the children of their 
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city. Once they are shown the dan- 
ger of loss of lives and property 
by fires, especially by careless fires, 
most people want to do something 
about it. The question is, “What”? 

That is where the organized 
community program comes in. But 
back of that program is a lot of 
know-how, careful planning, and 
incentive-producers. That is the job 
of the National Fire Waste Council 
and its 37 affiliated organizations. 

The purpose of the Council is to 
bring together, under the sponsor- 
ship of the Chamber of Commerce 
of the United States, all of the na- 
tional fire prevention and fire pro- 
tection organizations of the coun- 
try to direct and encourage local 
fire prevention programs. Such or- 
ganizations as the National Board 
of Fire Underwriters, the National 
Fire Protection Association, Inter- 





COMMUNITY FIRE PREVENTION 


national Association of Fire Chiefs, 
Boy Scouts of America, American 
National Red Cross, all contribute 
their special know-how, plus their 
contacts with their own local rep- 
resentatives in thousands of com- 
munities throughout the nation. 

The Council was started 29 years 
ago, and it has been a powerful! 
factor in promoting community fire 
prevention and keeping our na- 
tional loss down. 

In every community, local ac- 
tivities tend to center around the 
leading After all, 
they are the important taxpayers 
and property owners. They are ac- 
customed to getting things done. 
They know organization work, and 
when they get behind any project 
in their community, things usually 
begin to happen. 

For this reason, the local cham- 
ber of commerce is the logical or- 
ganization to assume leadership in 
a fire prevention program. Its mem- 
bership embraces all of the leading 
businessmen. Its leadership assures 
that the program will have the sup- 
port of other groups in the town, 
the school authorities, the press 
and radio, women’s clubs, parent- 
teacher associations, the clergy, the 
boy and girl scouts, and the service 
clubs. 

Of course, the fire chief, the 
mayor, the director of public safe- 
ty, the planning commission, the 


businessmen. 
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water commissioner and the build- 
ing inspector are delighted to get 
strong public support for their spe- 
cial activities. The fire chief, in par- 
ticular, is almost invariably a mem- 
ber of the fire prevention commit- 
tee of the chamber of commerce. 
Sometimes he acts as its chairman, 
but more often he prefers to let 
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some civic leader take the chair- 
manship, while he supplies his 
technical know-how about the fire 
prevention problem of the town 
and what needs to be done to 
meet it. 

The National Fire Waste Coun- 
cil furnishes a manual, “Fire Pre- 


vention Through Chambers of 
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Commerce,” which tells how to 
set up a committee and how to 
develop and carry out a fire pre- 
vention program. 
Steps TO FoLLow 
Here are some of the things 
which the Council recommends to 
local fire prevention committees: 
“Base the fire prevention and 
protection program upon local 
requirements and needs. Avoid 
an elaborate plan. A few im- 
portant projects successfully 
carried through will stimulate 
the committee in the future 
to undertake broader activi- 
ties. The program should be 
on an all-year-round basis, as 
continuous effort is more effec- 
tive than sporadic attempts to 
stimulate interest. 
“The activities enumerated be- 
low are based upon the ex- 
perience of cities participating 
in the Inter-Chamber National 
Fire Waste Contest. Not all 
may be practical in any one 
community, but they will sug- 
gest others that can be carried 
on successfully by the local 
The 


should secure the most recent 


committee. committee 
engineering survey issued by 
the National Board of Fire 
Underwriters (cities over 25,- 
000) or the state rating or- 
ganization (cities under 25,- 
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000), which will provide a 
basis for its study of municipal 
requirements. 

(1) “Analyze local fire, loss 
record. Use fire department to 
prepare spot map showing dis- 
tribution and amount of loss 
of fires throughout the city, 
as well as tables and graphs 
showing cause of fire. 

(2) “Acquaint public with the 
local fire loss facts and with 
the fire department, its needs, 
problems and services. 

(3) “Supply industrial depart- 
ment of local chamber of 
commerce with fire prevention 
information and fire loss data 
for solicitation of new indus- 
tries. 

(4) “Inquire of National Fire 
Waste Council as to the types 
of field service which are 
available to member organiza- 
tions. 

(5) “Organize Fire Preven- 
tion Week and Spring Clean- 
Up Week programs well in 
advance.” 

ANNUAL CONTEST 
stimulant and also as a 
measuring stick for these com- 
munity programs, the Council 
conducts an annual contest—the In- 
ter-Chamber National Fire Waste 
Contest. Some 700 local chambers 
are entered in the contest each 


As a 
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Three quarters of a billion dollars in annual losses . . . 


year, although not all of them turn 
in reports of their work when the 
end of the year comes. Last year 
234 chambers felt that they had 
done a reasonably good job and 
might have a chance to win a prize 
and some national recognition for 
their work. 

The reports turned in were the 


finest and most complete in the his- 
tory of the contest, and tangible 
evidence of what can be accom- 
plished by concerted community 
action. Nevertheless, 234 is a very 
small number of competitors com- 
pared with the number which can 
be brought into active participa- 
tion. It can, and doubtless will, be 
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increased substantially this year 
and next. 


OPPORTUNITY FOR SERVICE 


Here is where local insurance 
agents can perform an important 
and worthwhile public service. 
They have a big stake in fire pre- 
vention work, and they are natural 
organizers and doers. By getting in 
touch with your local chamber of 
commerce and volunteering your 
services in a year-round fire pre- 
vention program, you can do your 
share toward reducing the calami- 
tous fire losses which take 10,000 
lives each year and cost almost 
$750,000,000 in property damage. 

The city of Detroit, Michigan, 
which had been working hard for 
top honors for several years, won 
the grand award in the 1950 con- 
test, and was given the huge bronze 
plaque at the annual meeting of 
the United States Chamber of 
Commerce in Washington on May 
1, 1951. That their work was get- 
ting results became apparent with 
the substantial reduction in the 
city’s fire losses in 1949 and again 
in 1950. The loss record counts 
nearly one third in the scoring in 
the Contest. But Detroit again did 
a superb job in the other two ma- 
jor categories of the Contest, the 
improvement of its fire depart- 
ment, alarm system, water supply, 
etc., and also in its broad public 
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educational program. 

So that all cities may compete 
on an equal basis, they are divided 
into six population classes: 

Class I— 

Cities over 500,000; 

Class II— 

Cities from 250,000 to 500,000; 

Class IlI— 

Cities from 100,000 to 250,000; 

Class IV— 

Cities from 50,000 to 100,000; 

Class V— 

Cities from 20,000 to 50,000; 

Class VI— 

Cities under 20,000. 

The grand award goes to the city 
which makes the best showing for 
any class, and in addition there 
are six class awards, Class winners 
in the 1950 Contest were: Class I, 
Houston, Texas; Class II, Atlanta, 
Georgia; Class III, Hartford, Con- 
necticut; Class IV, Bethlehem, 
Pennsylvania; Class V, Parkers- 
burg, West Virginia; Class VI, Fort 
Collins, Colorado. 

The next ten cities, in the order 
of score granted them by the 
judges, are given “Honor Award” 
certificates, which many communi- 
ties frame and hang in the offices 
of the chamber of commerce or in 
the fire station. 

But awards are not everything. 
Even those cities which do not win 
any special recognition know that 
their entry in the contest has been 
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a potent factor in sparking their 
fire prevention committee into do- 
ing better work than it would have 
done otherwise. They measure 
their results, not in terms of 


plaques or framed certificates, but 
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in the satisfaction which comes 
from knowing that they have saved 
some lives and prevented the de- 
struction of property in their com- 
munities. That, after all, is the pur- 
pose of fire prevention work. 


“Let me have two cents, Calvin. I’m thirsty.” 





SMILE A WHILE 


2 


(George, I won’t be home until late. You'll find your dinner all prepared 
down at the Main Street. Diner.) 





























“I think it’s mighty peculiar the way the bank manages to twist it around 
so the errors I make are always in their favor!” 
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Perhaps in no field of en- 
deavor are so many potential 
variances of opinion capable 
of developing as in_ insur- 
ance; yet the cooperation 
and teamwork achieved by 
company and agency organ- 
izations is truly remarkable 


Cooperation Means Progress 


HERE ARE TIMES when items in 
T the insurance press might give 
an outsider the mistaken impression 
that insurance companies and their 
agents spend much of their time 
in heated disagreement. That such 
is not the case is apparent to any- 
one who has been in close contact 
with company and agency organi- 
zations. As a matter of fact, the 
cooperation and teamwork achieved 
by these segments of the business, 
for the betterment of insurance and 
the benefit of the public, is truly 
remarkable. 

Perhaps in no field of endeavor 
are so many potential variances of 
opinion capable of developing as 
in the insurance business. There 
are many different types of insur- 
ance companies and agencies; yet, 
in many areas differences are con- 
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tinually being subordinated for the 
common good. The mechanism for 
accomplishing this rests chiefly in 
the organizations active within the 
insurance industry. The Associa- 
tion of Casualty and Surety Com- 
panies, for example, takes a lead- 
ing part in company-agency co- 
operation. 

There are who believe 
there are too many organizations 
in the insurance industry and that 
sometimes efforts are duplicated 
and a confusing pattern is created. 
All large and complex organiza- 
tions, of course, can be very ag- 
gravating at times. But it must be 
realized that the many good things 
accomplished far outweigh the ag- 
gravations. Independence of action 
is a nice thing to have. However, it 
would be very difficult for agents, 
as individuals, to cooperate on im- 
portant nationwide problems, or 


some 
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even on local problems, with hun- 
dreds of different insurance com- 
panies, none knowing what the 
others were doing and therefore 
all probably working at cross- 
purposes. It is the organizations 
that make for company-agency co- 
operation. 

The accomplishments of insur- 
ance companies and their agents 
in cooperatively welding public 
opinion with respect to socialistic 
legislation is the brightest star in 
the field of cooperation. Indeed, 
it has reached a point where the 
socialistically inclined in general, 
and demagogic politicians in par- 
ticular, are railing about the effec- 
tiveness of what they are pleased 
to call the “insurance lobby.” Wit- 
ness recent developments which 
resulted in the defeat of monopo- 
listic state fund legislation in Mas- 
sachusetts and Washington. 


AGENTs Ap VITAL 


The insurance companies alone 
could not bring the facts to the 
attention of voters in the mass 
without the aid of the thousands of 
agents, together with their em- 
ployees, in the field. The organiza- 
tion and performance of companies 
and agents in this field has been a 
masterful display of unselfish co- 
operation. 

The betterment and improve- 
ment of the business of insurance, 
its better understanding by the 
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policyholders of the nation, is the 
goal of another program in which 
companies, their employees and 
their agents are participating. The 
struggle of a business to develop 
into a profession invariably is a 
very long-term proposition. The era 
of the free and easy appointment 
of insurance salesmen is passing. 
The commission-grabber, the rank 
part-timer, is on his way out. Per- 
haps he is not being hustled out 
as fast as many agents would like, 
but smart insurance buyers are con- 
tributing to his demise. The time 
has passed when many buyers will 
place insurance on a_ patronage, 
hit-or-miss basis. They are de- 
manding something more for their 
money. They will, in time, do busi- 
ness only with the agent who dem- 
onstrates a thorough knowledge 
and grasp of his business and their 
problems. 

The agent of today is far bet- 
ter informed and better qualified 
than the agent of 10 or 20 years 
ago. The same is true of his em- 
ployees. This has been brought 
about largely by the many educa- 
tional programs in the insurance 
industry that have been developed 
through company-agent coopera- 
tion. The companies have contrib- 
uted money in large sums for the 
support of these programs; they 
have instituted educational pro- 
grams of their own; they have fur- 
nished instruction and expert as- 
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sistance. On their side, the agents 
have organized courses far and 
wide. Gone is the old fear that in 
educating a competitor they were 
hurting themselves. They realize 
that they are immeasurably more 
harmed by a bad competitor than 
by one who knows his business and 
is a credit to the insurance busi- 
ness. 

Public relations is a much abused 
and misapplied term. In actuality, 
it is what we are and what we do. 
But beyond that, it is also what the 
public believes about us. The task 
of interpreting the industry, its 
aims and objects, its policies and 
actions, is one in which the agents 
in the field, in cooperation with 
their companies, can be of great 
assistance. 

This can be one of the most in- 
teresting and rewarding of activi- 
ties. The local press in any com- 
munity is anxious to obtain not only 
news, but also facts. Too often, 
news about the insurance business 
reaches newspapers and periodicals 
in such a manner that it is mis- 
interpreted by the press, not be- 
cause they want to misinterpret it 
but because they just don’t under- 
stand the facts. This is particularly 
true of news about rate increases 
or rate reductions. When company 
organizations and agents in a com- 
munity cooperate to do something 
about this state of affairs, some 
wonderful results can be accom- 
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plished, to the end that credit is 
given where credit is due. When 
rate increases are inevitable, it is 
best to get the facts before the 
public so they can understand that 
they—not the insurance companies 
—make the rates in the last analysis. 

When company organizations es- 
tablish channels for placing essen- 
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tial information in the hands of 
agents, either through their asso- 
ciations or individually, and the 
agents establish the necessary con- 
tacts with their local press, much 
can be accomplished. Many local 
associations of insurance agents and 
individual agents have placed 
themselves in the position where, 
at the mere mention of the word 
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insurance, their local papers call 
upon them for authentic informa- 
tion. 

A collateral field of cooperation, 
because it also is in the interest of 
good public relations, is the mar- 
velous work being done by organ- 
ized agents and company organiza- 
tions for prevention of fires and 
accidents. The companies make up 
the ammunition and the agents in 
every city, village and hamlet in 
the land fire it. The programs— 
such as Fire Prevention Week and 
the nationwide highway safety 
education programs—are made up 
by the companies. They need the 
vast manpower of the agents to 
disseminate the material. Perhaps 
in no other business or profession 
will be found so many civic-minded 
people, devoting so much of their 
time to the public welfare. 


RELATIONS WitH GOVERNMENT 


Still another enterprise that is 
part of the big public relations job 
is that pertaining to the industry’s 
relations with government. This is 
apart from legislative activities. 
Just as it is desirable to have the 
newspapers seek counsel with those 
who are expert in interpreting our 
business, so it is desirable to co- 
operate with public officials in 
many ways. Here the agents may 
be of tremendous assistance to the 
companies. The agents are close 
to the scene. They are most friend- 
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ly and familiar with local officials, 
and they know intimately the prob- 
lems that are peculiar to their com- 
munities and the intricacies of local 
politics. Quite often relations with 
insurance departments, industrial 
accident boards and commissions, 
motor vehicle administrators and 
so on, can be maintained effectively 
by local agents. The number of 
state and city officers whose every- 
day problems sometimes cut across 
insurance lines is unlimited. 

If such officials can be offered 
the cooperation of the industry 
through local agency contacts, for 
the study and solution of problems 
as they arise, two results are im- 
mediately apparent. In the first 
place, adverse legislation may be 
stopped before it gets started. It 
is far better to avoid the intro- 
duction of adverse legislation than 
to fight it after bills have been 
drafted. Since such laws as insur- 
ance regulatory laws, workmen’s 
compensation laws, financial re- 
sponsibility laws, assigned risk 
plans, laws relating to bonding 
public officials, and many others 
affecting the insurance business, 
are never static, amendments are 
continually being suggested and 
discussed. 

When coordination is  estab- 
lished between agents on the one 
hand and company organizations 
on the other, so that authentic and 
accurate information can be ob- 





COOPERATION MEANS PROGRESS 





Today’s agent is far better qualified... 


tained quickly on a local level, 
everyone profits and legislative bat- 
tles are few and far between. 
The casualty end of the insur- 
ance industry has established an 
enviable reputation for cooperation 
of this kind. Through the Associa- 
tion of Casualty and Surety Com- 
panies, local advisory committees 
of company branch office managers 
and local agents have been estab- 


lished in the states. A two-way flow 
of information and _ suggestions 
takes place on local problems, in 
an endeavor to solve them before 
they get out of hand. In some 
places, individual agents have be- 
come somewhat established as lo- 
cal contact men, keeping the com- 
pany organization up to date 
on current developments and act- 
ing as intermediaries for furnish- 
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ing information and advice to gov- 
ernmental bodies seeking it. With 
many well-intentioned people who 
do not know the facts talking about, 
thinking about and proposing such 
things as compulsory sickness in- 
surance, compulsory automobile 
insurance and monopolistic state 
funds, it is essential that agents 
cooperate with the 
company organizations in bringing 
the true facts to those who need 
them. 


everywhere 


UNDERWRITING PROBLEMS 


The casualty business also has 
been in the forefront of coopera- 
tive enterprise in consultation with 
agents about underwriting prob- 
lems, such as rates, rules and forms. 
As a matter of internal public rela- 
tions within the industry, the im- 
portance of such activities cannot 
be over-emphasized. Not too many 
years ago the agent held a peculiar 
place in the industry. He was an 
independent contractor, his own 
boss, not a company employee— 
yet he had little, if anything, to 
say about the product his principal 
placed in his hands for sale. But 
American business learned that it 
had best listen to the thoughts and 
ideas of its salesmen. They were 
out in the field, in close contact 
with the buyers, taking the pulse 
of the nation so to speak, and 
many a product has been improved 
beyond all resemblance to its orig- 
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inal because of the suggestions and 
advice of the sales force. 

When we are selling an intan- 
gible commodity—insurance service 
and indemnity—such consultation is 
even more necessary. The most co- 
operative company rating organiza- 
tion in the country today is the 
National Bureau of Casualty Un- 
derwriters. Agents everywhere wish 
heartily there were more rating bu- 
reaus like that one. Its consultive 
arrangements with the committees 
of the National Association of In- 
surance Agents, down to the com- 
mittees of state and local agents’ 
associations, and through them 
down to the individual producers, 
is too well known to require elab- 
oration. Both agents and compa- 
nies have profited by these ex- 
changes of opinions. Even more 
important, the public has benefited 
through broader, easier-to-under- 
stand, insurance contracts. 


Group ACTION TAKES TIME 


Perhaps many agents become 
impatient at times regarding the 
development of new ideas. Organ- 
izations are necessarily slow. Indi- 
vidual companies can take imme- 
diate action, on their own initiative, 
without consultation with anyone. 
Sometimes they do this. Sometimes 
they also jump the gun after learn- 
ing what an organization is con- 
sidering. It works both ways, of 
course, because some of the really 
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great improvements have been in- 
itiated by independent companies, 
to be followed in time by the or- 
ganizations. Agents must remem- 
ber, however, that without the 
company organizations, with every- 
one going his own way in his own 
manner, chaos would be inevitable. 
A happy balance of competition 
between organization companies 
and independent companies is de- 
sirable. 

It is puzzling to agents generally 
that the same consultive arrange- 
ments do not exist in all branches 
of the insurance industry. This is 
heightened by the knowledge that, 
with multiple line operation com- 
mon, executive management is 
much the same in all branches. It 
can only be that there is a vast dif- 
ference between a national rating 
organization, common to the casu- 
alty business, and a multitude of 
regional and local organizations in 
other fields. There are signs point- 
ing toward eventual realization of 
a dream that some day the agents 
will have a place or a voice in the 
drafting of all general insurance 
forms and rules. The thinking agent 
will be the first to admit that he 
has no place in the purely ratemak- 
ing process, other than to be con- 
sulted as to the practical or politi- 
cal implications of changes. 

No thesis on company-agent co- 
operation would be complete with- 
out a word about the agent’s pet 


COOPERATION MEANS PROGRESS 29 


gripe, namely, that consultation 
should not consist of merely being 
called in to be told what someone 
else has already decided to do. 
Neither would it be complete with- 
out some mention of the one area 
in which there has been a con- 
spicuous failure, namely agency 
qualification laws. 


THE QUALIFIED AGENT 


This is a problem that will never 
be solved on a _ national level. 
Agents are pretty well soured on 
so-called model or uniform laws. 
They believe that local conditions 
must govern state laws relating to 
the licensing of agents. What is 
suggested elsewhere may not sat- 
isfy local conditions. The public 
does not have to buy insurance 
from agents or agency companies. 
Direct writing companies exist. 
They thrive on the ignorance, lazi- 
ness, inefficiency and neglect of li- 
censed insurance agents. Qualified 
agents do not fear direct writing 
competition. Salesmen of direct 
writing companies are the first to 
admit that they can make few in- 
roads into the business of a really 
qualified insurance agent. Quali- 
fied agents are necessary, if public 
regard for the insurance industry is 
to be at a high level. Nothing de- 
stroys public regard for insurance 
faster than unqualified agents. 
Nothing is more expensive to in- 
surance companies than unquali- 
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fied agents. That statement applies 

expense ratio-wise and loss ratio- 

wise. 
Organized agents 


pretty gen- 


erally feel that a qualification law 
which has the approval of com- 
panies is completely inadequate. 
Companies seem to feel that any 
qualification law agents advocate 
would make it impossible for them 











to recruit new agents to replace 
the inevitable mortality in agency 
ranks. If the same diplomacy, rea- 
sonableness and spirit of coopera- 
tion is applied to this problem that 
exists with respect to the successful 
cooperative enterprises previously 
described, agreements that will 
lead to a better industry can be 
brought about, 


























“My advice is, henceforth don’t go into the wrapping department and 
argue politics!” 
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PiC STORY. A rural SIX-CAR MELEE. When one of these cars skidded on 
nine pupils to a picnic, was hit by car in back- wet pavement and swerved across the road, five other 
ground. her and two children were killed, the cars going the opposite way smashed into it and were 
others injured. Driver of other car, and his unable to leave the scene under their own power. Driver 
mother riding with him, were also hurt. of skidding car was only one hurt. 


A Automobile 


‘THE NEWS IN PICTURES 


al i it ni itl 


Truck | 


RED. Picture below was taken just as 1951 ONE KILLED. Below is twisted wreckage of 

ht caught fire after colliding with panel delivery concrete mixing truck which crashed into a wall, 

truck. Flames spread quickly and destroyed both machines. caught fire and burned. The driver was lled. 

Five persons were injured. They escaped death by climbing A cut in a tire (center foreground) was blcemed 
out of vehicles seconds before explosion. for the accident. 


as 





WAREHOUSE. It took only a few brief minutes 
after fire broke out before this entire structure was 
engulfed in flames, with clouds of smoke visible 
20 miles away. No one was injured, but damage 
was estimated at $300,000. 


PROFILE OF DEATH. Smashed and twisted cars of a passenger 
fast express 
crashed at full speed into a local train. Six trainmen lost their 
lives in this accident, and at least 15 passengers were reported 


train stand out bleakly against the sky after a 


injured, two of them seriously. 


® 


* -¢ >. 
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FEED MILL. This ancient feed mill, built in pre-Civil Wa 
days, was totally destroyed by fire, with damages estimated 
at approximately $75,000. The only person injured was 

14-year-o 
when he jumped from a third-story window. 


Up-turned 
trucks of crumpled freight car in foreground 
show force of crash which wrecked freight and 
passenger train when they collided. One pas- 
senger was killed, seven injured. 


HEAD-ON DESTRUCTIO 








boy trapped in the building, who hurt his leg 


USINESS SECTION. Sune are 


RACE HORSES. Above are charred ruins of a race 


oses on raging fire which followed an pn oe and horse stable, one of five which burned, killing 33 valuable 
Hestroyed two buildings in this business section. The horses and injuring six volunteer firemen. The blaze, 
anager of a loan firm was ned to death and three started by an exploding oil stove, caused a quarter of a 
bther persons were injured in the blaze. million dollars worth of damages. 


ICK-UP JOB. An appalling task of cleaning up confronts 
alvage workers here, after an engine and 22 freight cars 
vere derailed when axle on one car burned off. No one was 
urt, but damages were $60,000. At right, firemen are 
osing a gas tank car to prevent fire. 


Train | 


NIGHTTIME DISASTER. Eight persons were 
killed and 63 others were injured in this accident, 
when an express locomotive plowed into the rear 
of a passenger train, slicing open a sleeping car 
and crushing the occupants in their beds. 





PREMATURELY AGE ). About 20 brand new cars, which J 2. Almost nothing identificble re- 
had been stored in an ice house, were badly damaged when ns of this light plane which crashed and 
the roof of the building collapsed on them during a tornado killed both occupants, A witness said the 
which swept through this town. One person was killed and tail of the craft disintegrated in the air as 
20 were injured, with damages totalling $1,000,000. the plane approached for a landing. 


a Miscellaneous 


Houses | 


BLOWN DOW Neighbors examine wreckage BLOWN UP. A crowd stares at the ruins of this house, 
of farmhouse, which was lifted from its founda- after a terrific explosion blew out the entire rear wall. 
tions, overturned and carried several feet by a The sole occupant of the house, a 50-year-old woman, 
tornado. Occupants of house fled to safety in the was found critically injured. The blast apparently 
basement inst before twister struck. oridinated in a Sas or oil burner. 











AUTOMOBILE INSURANCE 


® Insurance companies would 
rather reduce rates than be 
forced to file with state in- 
surance departments for 
higher ones. In this article a 
rating expert explains why 
countrywide increases in auto 
liability rates are necessary 


Why Are Auto Rates Higher? 


uRING 1951 this question has 

been asked more often than 
any other by car owners, agents, 
insurance company underwriters 
and state supervising authorities. 
While there are many factors 
which enter into the cause of the 
recent automobile liability rate in- 
creases, the primary reason is to 
be found in the well-recognized 
trend of our national economy— 
inflation. Any reasonable person 
will readily agree with the state- 
ment that the continued upward 
spiral of living costs with higher 
wage levels and commodity prices 
has resulted in a devalued dollar 
with which insurance companies 
must pay claims. At the same time, 
claimants naturally expect to re- 


The author—Mr. Brewster is manager of the 
automobile division of the National Bureau 
of Casualty Underwriters. Before joining the 
Bureau in 1936, he was associated with the 
underwriting departments of General Acci- 
dent, Fire and Life Assurance Corp., New York 
Indemnity Co. and Standard Surety & Cas- 
ualty Co. He assumed his present duties in 
1947. 
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ceive higher settlements because 
of our substantially higher stand- 
ards of living—which in turn are 
due to the inflationary effects of 
the higher cost of living, increased 
medical and hospital costs and 
higher material costs, all of which 
have contributed to excessive court 
verdicts. 

At the beginning of 1951 when, 
in the normal course of events, 
the National Bureau of Casualty 
Underwriters undertook the annual 
review of the latest policy year 
experience for the 1951 automobile 
rate revision, real concern was ex- 
pressed by company executives 
over the continued adverse loss 
ratios which had developed dur- 
ing the last half of 1950. Because 
of this adverse trend and the fact 
that during the period 1946 to 
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1950, inclusive, the stock compa- 
nies had suffered a countrywide 
underwriting loss of $120,000,000, 
it was imperative that the normal 
policy year experience for 1948 
and 1949 be supplemented by the 
use of current experience factors 
developed upon the basis of more 
up-to-date calendar year experi- 
ence reported by the companies, 
including data for 1950. 


Rates Curt 1n 1942 


As a first step in exploring the 
background of the emergency rate 
announced 
during the summer of 1951, we 
must recall that as far back as 
1942, when World War II brought 
gasoline rationing and other re- 
strictions on the use of automo- 
biles, the rates were reduced as 
much as 30 to 40 percent solely 
by judgment, since pre-war experi- 
ence was of no value for war-time 
ratemaking. Near the close of 1945, 
when the war-time restrictions 
were lifted, we went only half way 
back to the pre-war level of rates. 
At that time it was not anticipated 
that the return to full peace-time 
operation of automobiles would be 
so rapid. But hindsight is always 
better than foresight and we have 
long since realized that by reason 
of the course followed in 1945, the 
automobile bodily injury and prop- 
erty damage rates could not keep 


increases which were 


September 


pace with the steady upward spiral 
of claim costs due to inflation. 


1951 Recorp Poor 


In addition to inflation, the ever- 
increasing number of accidents, 
fatalities and serious injuries from 
automobiles operated on our high- 
ways is another factual cause of 
rising automobile insurance costs. 
It now appears that the record for 
1951 will surpass that for 1950, 
when 35,000 persons were killed 
and more than 1,200,000 were in- 
jured. Until the American motorist 
fully realizes his responsibility to 
others and drives with care and in- 
telligence, our shameful highway 
accident record will continue to be 
reflected in needless loss of life, 
lives wrecked by disabling injuries 
and, from a monetary viewpoint, 
in costly property damage and 
higher insurance premiums. Most 
of the poor driving is due to care- 
less attitude, emphasis on speed, 
disregard of traffic laws and, final- 
ly, to a complete lack of considera- 
tion for others. Not only automo- 
bile liability insurance, but also 
the privilege of operating automo- 
biles, should be denied to those in- 
dividuals who openly disregard 
their obligations to others on our 
streets and highways. 

As of June 1951, the average 
bodily injury claim cost 54 percent 
more than it had 10 years before, 
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while the private passenger bodily 
injury rate level increased only 30 
percent in the same 10-year period. 
As respects property damage liabili- 
ty, inflation has been aided and 
abetted by the modern streamlined 
design of automobiles. Because of 
the high level of labor and mate- 
rial costs in 1951, a front end 
replacement which cost $100 in 
1940, today costs $290; a rear 
fender replacement which cost $10 
in 1940, now calls for the payment 
of $90. Elaborate grillwork, curved 
windshields and tinted glass on the 
latest car models have also served 
to make repairs and replacements 
more costly. 

Although rating organizations, 
by recognizing loss cost trends, 
have approached the rate problem 
in a reasonable and realistic man- 
ner, there is no guarantee that the 
1951 emergency rate increases in 
the various states will prove ade- 
quate, especially if there is no re- 
lief from the upward spiral of our 
inflationary economy. Now that the 
need for more up-to-date loss ex- 
perience reflecting current trends 
has been recognized by rating or- 
ganizations and state supervising 
authorities, it is reasonable to state 
that the usual policy year experi- 
ence, which is recognized as the 
soundest actuarial base for auto- 
mobile liability ratemaking, will 
continue to be supplemented by 
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realistic current cost factors. This 
method will serve not only to elim- 
inate the much criticized lag be- 
tween the available policy year ex- 
perience and the period for which 
the revised rates will apply, but 
will also make possible the utiliza- 
tion of the most recent loss experi- 


William H. Brewster 


ence of the companies. Considera- 
tion will be given to trend factors, 
whether the rate indications are up 
or down. Such a procedure is the 
fairest one, both to the policyholder 
and to the insurance company. 


In conclusion, emphasis should 
be given to a fact which is all too 
often overlooked. Insurance com- 
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ope oe 


It now appears that the 1951 fatality record will surpass 1950's 


panies prefer to reduce rates, rather 
than be forced to file for higher 
rates with state insurance depart- 
ments. When rate reductions are 
indicated, it means that business 
has been profitable and that policy- 
holders have earned a_ reduction 
in insurance costs. However, until 
the time comes when rate reduc- 
tions are again the order of the 
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day, the rating organization and 
the companies are confident that 
agents will demonstrate a sympa- 
thetic and understanding attitude 
by making clear to policyholders 
the fact that automobile insurance 
cannot possibly avoid the adverse 
effects of inflation and the other 
conditions heretofore set forth. 
Apart from the monetary side of 
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the automobile rate problem, it is ganizations, local communities and 
vitally necessary that every pos- individual car owners, to find a 
sible effort be continued by Federal solution to our serious and costly 
and state authorities, private or- automobile accident problem. 


% 

















“Oh Boy!—Ala Mode!” 





HON. C. LAWRENCE LEGGETT 
MISSOURI 


rn. LEGGETT was born in Palmyra, Missouri. He entered the 
M service of his state in 1983, and until 1937 was in charge of 
audits and examinations, under the state auditor, of all schools, 
institutions, departments, boards, bureaus and commissions that 
received state appropriations. Following his work with the state 
auditor, Mr. Leggett joined the insurance division as an examiner. 
He continued in that capacity until appointed superintendent in 
January 1950, with the exception of a year and a half when he 
was office manager and auditor for a Kansas City insurance com- 
pany. He is a member of the executive committee of the NAIC. 
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© Loss of income and cost of 
medical treatment and hos- 
pital care can entirely upset 
the tranquility and stability 
of the average uninsured in- 
dividual 


Basic Factors in Selling A. & H. 


against the financial hazards of 
accidents and sickness are today a 
vital factor in our national econ- 
omy. Their importance is recog- 
nized by the American public as 
a fundamental and integral part of 


 * spomoveey MEANS of protection 


any insurance program, as is shown 
by the fact that the present pre- 


mium volume of accident and 
health insurance alone, estimated 
in excess of $1,200,000,000, is 500 
percent greater than it was a dec- 
ade ago. 

An even more significant indica- 
tion of this recognition by the 
American public is the number of 
persons now protected against the 
financial losses of accident and 
sickness. In 1900, according to 
Faulkner in his textbook, “Acci- 


The author—Mr. Foll is ger of 
the Bureau of Personal Accident and Health 
Underwriters. A graduate of the Wharton 
School of Finance and Commerce, Univer- 
sity of Pennsylvania, he was for several years 
a policy analyst with the Pennsylvania In- 
surance Dept. before being appointed to his 
present position. 
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dent and Health Insurance,” 47 
companies in the accident insur- 
ance field had 463,000 policies in 
force. Today, according to the 
most recent survey conducted by 
the Health Insurance Council, 34,- 
000,000 persons in the United 
States have some form of volun- 
tary protection against loss of in- 
come resulting from accident and 
sickness, 66,000,000 have protec- 
tion against hospital expenses, 41,- 
000,000 have protection against 
surgical expenses, and 17,000,000 
have protection against medical ex- 
penses. These figures do not in- 
clude total and permanent disabil- 
ity benefits under life insurance 
policies, workmen’s compensation 
coverage, some 4,500,000 full 
coverage commercial accident in- 
surance policies, 7,000,000 per- 
sons with group accidental 
death and dismemberment cover- 
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age, and some 6,000,000 travel ac- 
cident policies. Moreover, these 
figures do not include special types 
of coverages on automobilists, vol- 
unteer firemen, civilian defense 
workers, students, campers or ath- 
letes; nor do they include medical 
payments coverage written in con- 
junction with several types of lia- 
bility policies. Certainly the figures 
bear witness to the growing recog- 
nition on the part of the American 
people of the need for protecting 
themselves, their families and their 
employees against the financial 
hazards of accident and sickness, 
and of doing so on a voluntary 
basis. 


NEED Is RECOGNIZED 


This growth and development of 
accident health insurance 
could never have taken place if the 
protection which it affords were 
not of basic importance to the in- 
suring public. It also could never 
have taken place had it not been 
viewed as important by a great 
many insurance companies and 
their agents. For accident and 
health insurance has to be sold. 

Its importance to the insuring 
public becomes self-evident on a 
moment’s reflection. It is personal 
insurance. It is primary insurance. 
It is protection against the many 
and varied financial hazards which 
result when accident and sickness 
strike. Broadly, these hazards 


and 
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might be grouped as: 

(1) The loss of income haz- 

ard; 

(2) The cost of treatment 

and care hazard. 

Separately or combined, these 
can prove devastating to the indi- 
vidual who has no insurance pro- 
tection, and who is not otherwise 
in a position to absorb the finan- 
cial shock of such hazards. With- 
out protection against them, they 
can seriously reduce or entirely 
wipe out the savings of a lifetime 
for the average person. They can 
put him in debt and put mortgages 
on his property. They can entirely 
upset the tranquility and stability 
of his personal and family life. 

Today there appears to be a 
tendency on the part of the public 
to place initial importance on hos- 
pital, surgical and medical costs. 
The stress placed upon protection 
against these costs often seems to 
be shared by physicians and sur- 
geons, by hospital administrators 
and by members of our legislative 
bodies. When accident and health 
insurance is mentioned, these are 
the hazards which most frequently 
seem to come to mind. And cer- 
tainly they are important beyond 
any doubt. To the average person, 
the cost of a few weeks’ hospital 
confinement, a reasonable surgery 
fee and the incidental costs pre- 
sents a problem. He wants protec- 
tion against these costs. To the 
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vast majority of people, the hos- 
pital, surgical, medical and adja- 
cent costs of the more serious ac- 
cidents and illnesses present a 
problem which cannot easily be 
solved without insurance protec- 
tion. But in giving consideration to 
these hazards there is often a ten- 
dency to overlook the much more 
serious one—the loss of income. 
Suppose an individual, because 
of disabilities, cannot work, can- 
not produce earned income, for the 
next six months, the next year, the 
next two years, the remainder of 
his lifetime. What does this mean? 
In addition to any hospital or medi- 
cal costs, his personal expenses con- 
tinue; the costs of maintaining his 
home and family; food, clothing, 
taxes, rent, mortgage payments and 
interest; time payments on his au- 
tomobile and household accesso- 
ries; insurance premiums for his life 
insurance program, his retirement 
income, the protection of his prop- 
erty and his legal liabilities. In ad- 
dition to these, a period of read- 
justment is often required. Sup- 
pose the man is a dentist or a sur- 
geon. He has met with an accident, 
perhaps not too serious economi- 
cally to most people—he has lost 
his index finger. The chances are, 
his professional career is suddenly 
ended. A vital readjustment will 
be required. Granted, loss of an in- 
dex finger would not seriously af- 
fect the income-producing capacity 
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of many persons. But each, in his 
turn, is generally vulnerable to 
some type of disability. Hence the 
protection against the hazard of 
loss of income is the vital protec- 
tion needed by every person de- 
pendent upon earned income. 
Accident and health insurance 
protection is important in many 
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other ways. Many of the smaller 
businesses in America are partner- 
ships, or are dependent upon cer- 
tain key personnel. When those 
persons are stricken with accident 
and sickness, serious loss can ac- 
crue to the business unless insur- 
ance protection has been secured. 
If an individual or business desires 
a loan or wishes to make purchases 
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on deferred payment, insurance 
protection is important against any 
default which might result as a 
consequence of accident and sick- 
ness. Many communities in Ameri- 
ca have volunteer fire departments 
whose members, like volunteers for 
police or first-aid protection or 
civilian defense operations, are en- 
titled to protection against the con- 
sequences of their volunteer ef- 
forts. Persons engaged in activities 
which subject them to unusual ac- 
cident hazards, the hazards of trav- 
eling, unusual occupational haz- 
ards, the hazards of participation 
in sports, recreation and camping, 
find it important to have additional 
insurance protection against those 
hazards. 

Hence, accident and health in- 
surance is important, first of all, to 
the individual. It is important, 
from many aspects, to business. 
And, finally, it is important to the 
community, 


TEN MILLION ACCIDENTS 


According to the statistics gath- 
ered by the National Safety Coun- 
cil, more than 10,000,000 acciden- 
tal injuries occur annually in the 
United States. That means that one 
out of every 15 men, women and 
children in this country meets with 
an accident every year. Of these, 
100,000 result in loss of life, 400,- 
000 are permanently disabling. 
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Think what this means in terms of 
loss of earned income! Statistics 
also indicate that loss of income 
from sickness exceeds $5,000,000 
in this country every year. Acci- 
dent and health insurance is im- 
portant. 


CovERAGE BROADENED 


Observations rather clearly indi- 
cate that a fundamental factor af- 
fecting accident and health’ insur- 
ance sales is the attitude of com- 
pany management. Obviously, the 
need for broad coverage policies, 
free from cumbersome exclusions 
and designed realistically to meet 
the requirements of the policy- 
holder, must be recognized, and 
companies must be alert to im- 
provements in coverages, benefits 
and methods resulting from studies 
based upon sound insurance prin- 
ciples and experience. Accident 
and health insurance is not a static 
field. The Bureau of Accident and 
Health Underwriters constantly has 
committees at work reviewing col- 
lections of loss experience statis- 
tics and studying possible improve- 
ments in both coverages and meth- 
ods. In the past few years alone 
these efforts have resulted in many 
companies eliminating the “acci- 
dental means” type of insuring 
clause, clarifying the intent of the 
lifetime indemnity total disability 
clause, increasing the amount of 
blanket medical expense coverage, 
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Persons engaged in sports need protection against hazards 


almost entirely deleting the former 
aviation exclusion, improving the 
elective indemnity benefit, extend- 
ing the schedule of surgical bene- 
fits, liberalizing the optional life- 
time indemnity provision and the 
writing of dependent coverages. All 
of these efforts have been in the 
public interest, and have benefited 
policyholders without increasing 
premium rates. Recent studies of 


the Bureau have also made it pos- 
sible for many companies to im- 
prove and modernize their occupa- 
tional classifications manual and to 
broaden their underwriting prac- 
tices in a manner commensurate 
with sound basic principles. Pres- 
ently the Bureau is giving thorough 
consideration to the entire subject 
of health insurance, to the broad 
and difficult problem of underwrit- 
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ing substandard risks, and to the 
problem of insuring hazardous oc- 
cupations. All of these efforts re- 
flect the attitude of the companies, 
which are continually interested in 
improved public service and are, in 
turn, reflected in accident and 
health sales. 


RESPONSIBILITY OF AGENT 


Another very important element 
affecting the selling of accident 
and health insurance is, of course, 
the agent, since it is he who brings 
about the sale. The agent, in ap- 
proaching accident and health in- 
surance, must be fully aware of its 
importance to the policyholder and 
of his, the agent’s, responsibility in 
determining the proper needs of 
the policyholder. Reflected from 
this will be the agent’s choice of 
company, his decision of the type 
of policy to be sold in each specific 
and the methods and 
techniques to be used in making 
the sale. High pressure salesman- 
ship does not belong in accident 
and health insurance. The respon- 
sibility of the agent is far too vital 
to the personal life-long interests 
of the policyholder and his family 
to permit of any practice other than 
the sincere desire to serve and to 
serve well. It is the agent’s respon- 
sibility to discern the full extent of 
the policyholder’s insurance needs 
and, within realistic considerations, 
attempt to protect those needs; and 


instance, 
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much of this depends upon the 
nature, the quality and the extent 
of the training he has received. If 
these essential factors are fulfilled, 
and if the agent is properly devel- 
oped in sales techniques and meth- 
ods, the selling of accident and 
health insurance as an_ integral, 
primary and important part of his 
client’s insurance protection should 
be fruitful and rewarding. 

The final element which has a 
basic effect on accident and health 
sales is public attitude. It is the 
public to whom protection is im- 
portant. It is the public which is 
to be served. It is the public which, 
in the last analysis, makes the pur- 
chase and which, for many years 
after, pays the premium and re- 
ceives the benefits. 


Pusiic ATTITUDE 


Public attitude is developed, 
consciously or unconsciously, as the 
result of the aggregate effect of a 
great many factors, and important 
among these are the personality 
and ability of the agent. The agent 
is the public representative of ac- 
cident and health insurance. His is 
the responsibility for properly pro- 
tecting his client, for fairly repre- 
senting the policy coverages and ex- 
clusions. If he fails in this, public 
dissatisfaction results. He must be 
fair. He must be courteous. He 
must at all times place public serv- 
ice first. In turn, he must be rec- 
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ognized by both his company and 
his community for the important 
professional role he plays in the 
economic life of the community. 

Important, also, in determining 
public attitude is what the public 
hears and reads about accident and 
health insurance protection through 
advertising channels, the public 
press, and hearsay. The public 
must learn how accident and health 
insurance satisfies its needs, of the 
wide variety of coverages offered. 
Misconceptions must be cleared 
away. The public must be made 
aware of the progress and effec- 
tiveness of insurance company 
management and of the loss pre- 
vention work developed by insur- 
ance companies which benefits the 
entire public. The public must be 
made aware of the relationship of 
malingering, excessive and fraudu- 
lent claims and jury awards, to the 
cost of insurance. 

Another important consideration 
is the attitude of those concerned 
with settling claims and paying 
benefits. These are the men and 
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women who deliver the final prod- 
uct. They must be_ thoroughly 
trained in their duties, they must 
be courteous and understanding. 
Theirs is the responsibility for a 
direct relationship between the 
spirit in which the policy is sold 
and the spirit in which the benefits 
are paid. 

All these factors play an impor- 
tant role in determining public at- 
titude toward accident and health 
insurance, and this attitude, in 
turn, is a vital factor in selling ac- 
cident and health insurance. 

The field of accident and health 
insurance is one rich with develop- 
ment and seemingly unlimited po- 
tentialities. New and experimental 
coverages are still in the process 
of being developed. Established 
coverages are constantly improved 
and refined. More technical and 
scientific knowledge of this form 
of insurance and its methods is be- 
ing accumulated yearly. It is a field 
which excites the imagination and 
which is worthy of the considerate 
attention of any company or agent. 


Drivers are safer when the roads are dry, but 
the roads are much safer when the driver is dry. 
—The Hartford Agent 





Usable Ideas for Today 


Unctoupep Giass FUTURE 


During the past few decades alone 
the use of structural glass has in- 
creased extensively. Wherever you go, 
you find stores, filling stations and 
countless other commercial enterprises 
decked out in shiny, colorful fronts 
that are made of such materials as car- 
rara, opalite, vitrolite, argentine or 
whatever the trade name of the struc- 
tural glass may be. 

Nor are these materials restricted 
to use for decorative store fronts only. 
They are used for interior walls, as 
wainscoting for baths and kitchens in 
private homes, sculptured for orna- 
mental use in restaurants and other 
establishments, sandblasted or lami- 
nated for small outdoor signs of all 
kinds. 

Another form of structural glass, the 
glass block, is almost synonymous with 
the word “modern.” Glass blocks are 
used in industrial and commercial 
buildings as well as in homes. 

In selling Glass insurance, there are 
several strong arguments that may 
help you to clinch a sale. First, stress 


the low cost of insurance as opposed to 
high glazing costs. From your local 
glaziers, round up the cost of replac- 
ing several different sizes of plate 
glass. Then show your prospect that 
the cost of insurance is a mere fraction 
of what he would have to pay for 
replacement if he were not insured. 

Second, stress the hazards to which 
glass is constantly exposed. You know 
most of them: The throng of bargain 
hunters leaning on a glass counter; 
teen-age vandals; the stone caroming 
from the wheel of a passing car, that 
smashes a display window. 

Third, stress the availability of glass 
to insurance companies. Because they 
are the glaziers’ best customers, in- 
surance companies can obtain replace- 
ment glass faster and easier than can 
an individual. This may prove an es- 
pecially strong talking point in times 
of war, for then the supply of con- 
sumer glass invariably becomes slower 
as the glass companies switch to prod- 
ucts for the armed services and as sup- 
plies of soda ash, vital in glass mak- 
ing, are channeled to the military. 

—The Marylander 
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CrIME PROTECTION Pays 


These days when the price of almost 
everything else is rising, Burglary in- 
surance rates have taken a nosedive 
in past months. This drop in rates has 
happened despite an increase in crime 
and an upward trend in burglary 
claims. 

In some states like Massachusetts, 
Delaware and Wisconsin, for example, 
the reduction in Safe Burglary rates 
is as much as 25 per cent. Mercantile 
Open Stock, Messenger Robbery and 
Interior Robbery rates are generally 
reduced in all states. 


Most unusual? Admittedly, yes. But 
there are sound reasons back of the 
lower rates or broader coverage with 
no extra premium. The answer can be 
found in two simple words: premium 
volume. 


Because of today’s upward crime 
trend, more people than ever have 


been buying crime insurance. Premium 
volume jumped from $52,282,499 in 
1945 to $77,566,909 in 1949. Accord- 
ingly, the insurance industry was in a 
position at the end of 1950 to pass on 
to the public the savings effected by 
large premium volume, just as in past 
years mass production and assembly- 
line methods in manufacturing have 
brought within the reach of more and 
more people more and better material 
goods. 

With the lower burglary rates or 
broader coverage, as the case may be, 
here’s an opportunity for you to pass 
on some real insurance savings to your 
clients. Undoubtedly, most of them, 
particularly business men, need some 
form of burglary protection. Also, 
without doubt, they'll be glad to hear 
of the downward rate revisions at a 
time when there is so much crime 
around. 


The Accounts Receivable Policy, for 
example, which formerly could be 
written on a broad form basis for an 
additional premium only, can now be 
written broad form with no additional 
premium. 

As respects the Valuable Papers 
policy, “misplacement or mysterious, 
unexplained disappearance” used to 
be available provided the assured was 
willing to pay extra for it. Changes in 
this particular policy within the last 
few months provide this broadened 
coverage for new and renewal policies, 
as well as to outstanding policies, at 
no additional cost. 

In the same way the Office Burglary 
and Robbery policy has been broad- 
ened, but the premium has remained 
the same. At no extra cost (among 
some of the broadening features) the 
insured is indemnified for loss of 
money and securities up to $50 by 
burglary from the premises. 

The Storekeeper’s Burglary and 
Robbery policy likewise now gives 
broader coverage for no additional 
premium. For example, the $50 limita- 
tion on tobacco, fountain pens and 
narcotics formerly specified in such a 
policy now has been deleted, and the 
policy now covers these goods up to 
the policy limit. 

These are but a few of the changes 
which, in most cases by providing 
broader coverage, in effect have de- 
creased the rates. These are some of 
the developments which deserve your 
attention inasmuch as they represent 
a definite saving to your assureds and 
give you a new burglary insurance 
selling angle. 

Today when most salesmen have to 
say, “Sorry, the price is up,” you are 
indeed fortunate to be able to report 
that the burglary rates are down. 

—Employers’ Pioneer 
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Tue Next Best Pouicy 


There is no doubt about it, honesty 
is the best policy, and most people 
are honest. Unfortunately, however, 
whether a person adheres to this policy 
depends to a large extent on numerous 
and variable circumstances. An honest 
man or woman today may become a 
dishonest one tomorrow. Stresses and 
strains of a personal nature result in 
one man’s “price” today being in the 
millions or immeasurable, while to- 
morrow that same person may have a 
price that is trifling. Look at the daily 
examples in your newspaper: an ex- 
ecutive gone wrong, a bookkeeper ab- 
sconding, a desperate hold-up, a safe 
or premises burglarized. The examples 
are legion. People in all walks of life 
have violated this policy—the golden 
rule has been forgotten. 

There is little that can be done for 
the man or woman breaching this pol- 
icy, but a great deal can be done to 
cushion the effect on others—in par- 
ticular, those who stand to lose finan- 
cially. Hence, we in the insurance busi- 
ness like to refer to the comprehensive 
dishonesty, disappearance and destruc- 
tion contract as “the next best policy.” 
This policy is designed to cover those 
insurable hazards normal to money 
and securities in one comprehensive 
contract and is available to most types 
of commercial businesses. It approxi- 
mates the broad protection on money 
and securities carried by banks and 
other financial institutions, and when 
taken in adequate amounts, gives the 
insured a peace of mind that cannot be 
obtained through the purchase of spe- 
cific burglary and robbery insurance 
and individual employee bonds. It 
places all so-called “money coverage” 
in one policy and with one company, 
and it enables you to better serve your 
client by pointing out the composite 


September 


need for each insuring agreement in 

order to obtain really comprehensive 

money and securities protection. 
—Standard Service 


? s 
TakE Panes! 

Did you ever figure out the cost of 
the glass in the average residence? It 
has been estimated that there is $500 
worth of glass in the average $10,000 
dwelling. Some of these modern homes 
with glass walls and windows from 
floor to ceilings covering half the side 
of a room will run well beyond that. 
The cost of insuring residence glass 
is but $5 a year, or $12.50 for three 
years. This covers all the exterior glass 
and, if insured in conjunction with 
other casualty policies, the premium 
is only $3 for one year and $7.50 for 
three years. This covers every window 
in the house except individual panes 
valued at over $50 which must be 
measured and insured specifically, but, 
except for some picture windows, the 
$3 premium covers the works. In the 
case of larger homes, why not just 
add it upon renewal and tell the in- 
sured to let you know if he wants it 
removed. 

—Local Agent 


7 7 v 
OxsjecTion LEsson 

A group of salesmen gave the fol- 
lowing four reasons as the ones most 
frequently given them by prospective 
customers for not buying insurance: 
Times too uncertain; Increasing taxes; 
Buying savings bonds; High cost of 
living. 

Then the salesmen were asked the 
four reasons that people most fre- 
quently gave for buying insurance. 
Funny, but the reasons given were 
the same. 

—The General's Review 
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WHEN ExpENSES OVERRIDE INCOME 


When a person is unable to work 
because of accident or sickness, when 
his surplus becomes a deficit as ex- 
penses override his income, there are 
three courses of action! He can use 
up his savings—accumulated over years; 
he can use his credit—which is nothing 
more than creating a deficit which will 
have to be paid sooner or later; or he 
can receive an emergency income from 
an accident and sickness policy, de- 
signed to pay when disability keeps 
him away from work. 

You may get the rejoinder, “My 
company will continue to pay me my 
regular salary for weeks if I am unable 
to work for that time.” Even barring 
the possibility of a life disablement, 
during which time few employers 
would continue to pay an employe, the 
expenses of an illness of even a few 
weeks, can change surplus to deficit, 
despite the regular paycheck com- 
ing in. 

—Cravens, Dargan Review 
2. a 
FACTORS FOR SUCCESS 

1. You must first have confidence 
in yourself, You can’t expect others to 
have any greater confidence in you 
than you have in yourself. 

2. Contact with the public gives 
you confidence and poise. With this 
confidence and poise, you can meet 
any situation that may arise. 

3. Confidence in your knowledge of 
the business is most important. Have 
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a good working knowledge of the 
lines which you are handling most 
frequently, and know where to turn to 
get the knowledge or assistance you 
may need. 

4. If you are to win and hold the 
confidence of the people with whom 
you do business, you must give them 
every indication and assurance that 
you are in the business for keeps. For 
this reason, enthusiasm about your 
business and service helps you a lot. 
If you are enthusiastic about your 
business, people feel confident that 
you are going to stay in it. 

After you have gained the con- 
fidence of your insureds, make full 
use of that confidence after you've 
gained it, for they will entrust you 
with all their business, and depend 
on you to advise them on what cover- 
ages they need. 

—The Travelers Protection 
v 7 v 
Take A Goop PIcTURE 

Are you a camera fan? If so, why 
not put your hobby to work to de- 
velop new clients for your agency? 
Select a prospect whose business you 
know it would be desirable to write. 
Take a good picture of his home and 
send it to him with a friendly letter 
discussing the need for analytical in- 
surance service and telling him of 
your desire to review his coverages 
and offer suggestions. 

—Fireman’s Fund Record 
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Forward strides are being 
made in meeting the prob- 
lem of unsafe vehicles on the 
road, but much remains to 
be done in which agents and 
their state and local associa- 
tions can play an important 
part 


Auto Inspections Gain Ground 


tion again is on the march. This 
year the inspection movement 
made one of its greatest advances 
in history when two more states 
adopted laws requiring that ve- 
hicles be inspected regularly, in the 
interest of greater highway safety, 
and several other states moved to- 
ward favorable action on inspection 
laws. 

At the start of 1951, periodic 
inspection was required in 12 
states and the District of Colum- 
bia, representing one out of every 
five vehicles in the nation. It will 
be required this fall of more than 
one out of four vehicles. By the 
time periodic inspection is 25 years 
old, a year from now, it is likely 
that onez out of every three vehicles 
in the nation will be checked an- 
nually or semi-annually for faulty 


| ompen motor vehicle inspec- 


The author—Mr. Boate is director of the 
public safety division of this Association’s 
accident prevention department. He was for- 
merly chief of the traffic division of the 
Pennsylvania State Police. 


By THOMAS N. BOATE 


brakes, lights and other equip- 
ment which, when neglected, breed 
costly accidents. 

That is real progress. It is, in 
fact, something for those who are 
interested in the progress of traffic 
safety to stand up and cheer about. 
After more than a decade of inac- 
tion due to the war and related 
conditions, the inspection band- 
wagon of the 1930's been 
yanked out of the mud by the fa- 
vorable action of these states. With 
nearly one third of the states and 
one fourth of the cars, 
trucks and buses now in the parade, 
the bandwagon is again moving 
forward, making up for lost time 
in the march to the ultimate goal 
of periodic inspection for every ve- 
hicle in every state. It is inevitable 
now, it seems, that more and more 
states will join the march and more 
millions of cars will, in the years 


has 


nation’s 
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immediately ahead, undergo in- 
spection at regular intervals to pro- 
vide greater traffic safety for driv- 
ers and pedestrians alike. 

The 1951 action approving pe- 
riodic inspection in West Virginia 
and Texas adds more than 3,500,- 
000 vehicles to the number being 
inspected in the nation for safety’s 
sake. In the 14 states and the Dis- 
trict of Columbia which now have 
such laws, close to 13,000,000 ve- 
hicles will be given periodic check- 
ups for mechanical defects every 


year. 
At the time this article was writ- 
ten, bills providing for periodic 
inspection had been passed in Mis- 
souri and Illinois and were await- 
ing the signature of the governors 


of those states. If these bills are 
signed, about 4,000,000 cars in 
these states will come under in- 
spection when the laws become 
effective, bringing to 17,000,000 
the total number of vehicles being 
given periodic check-ups. That 
would be well over one out of 
three of the nation’s 50,000,000 
vehicles. 

West Virginia became the 13th 
state to take favorable action on 
periodic motor vehicle inspection. 
Its law became effective July 1. 
Texas, the 14th state, puts its law 
into effect on September 7. 

Another state, Ohio, almost 
swung into line this year—almost, 
but not quite. Had it not been for 
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lack of time on the eve of adjourn- 
ment, Ohio, too, might now be in 
the ranks of the parade as the fifth 
state voting favorable action this 
year, and the 15th state to put pe- 
riodic inspection into effect. The 
Ohio House overrode the gover- 
nor’s veto of a bill providing sys- 
tematic inspection, but there was 
not sufficient time for the Senate 
to take similar action. 

The action of the Ohio legisla- 
tors, however, put the spotlight on 
the question of the public’s ac- 
ceptance of the idea of periodic 
inspection of motor vehicles, If any 
proof is needed that in the states 
where it has been in effect for 
years inspection has been accepted 
wholeheartedly by the public, it 
was found by the Ohio lawmakers. 


Tue Pustic Is Askep 


One of the strangest public opin- 
ion polls ever conducted in this 
country was made early this year 
among motorists on the busy 
streets of Harrisburg, Pa., by a se- 
date group of 15 Ohio legislators 
visiting Pennsylvania’s capital for 
an official study of the beneficial 
effects of motor vehicle inspection, 
which has been in effect in that 
state for nearly a quarter of a cen- 
tury. Impressed by the fact that 
fatal accidents attributable to faulty 
mechanism had dropped from 16 
percent in post-war 1946 to less 
than 4 percent in 1948, the legis- 
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lators were convinced of its suc- 
cess, but still wondered how the 
average Pennsylvania motorist felt 
about periodic inspection. So they 
decided to find out for themselves 
by asking the motorists! 

Stationing themselves at various 
intersections, the Ohio legislators 
approached cars stopped for traffic 
lights and questioned the drivers. 
It was an unusual but very effec- 
tive way of spot-checking, for in a 
few hours the lawmakers had the 
answer to their own question, “Do 
you approve of your state’s pe- 
riodic motor vehicle inspection 
law?” The answer was an unquali- 
fied “Yes.” 


OVERWHELMING APPROVAL 


Only two motorists among the 
hundreds hurriedly interviewed in 
Harrisburg traffic by the legislators 
had a negative answer or made an 
adverse comment about’ Pennsyl- 
vania’s law requiring semi-annual 
inspection of motor vehicles to de- 
termine their mechanical fitness as 
a “safety. must” benefiting all who 
use its streets and highways. 

The legislators’ “Gallup poll” 
was the clincher. They returned 
home and within a few months, as 
noted above, Ohio nearly became 
the 17th state to enact a law re- 
quiring periodic inspection of all 
motor vehicles. Although forward 
strides again are being made in 
meeting the problem of unsafe ve- 
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hicles on the roads, much remains 
to be done in which agents and 
their state and local associations 
can play an important part, taking 
advantage of a timely public rela- 
tions opportunity. 

This year’s great progress in ve- 
hicle inspection has succeeded in 
breaking through the roadblock of 
recent years which caused consid- 
erable alarm in the motor vehicle 
administrators’ group of the Presi- 
dent’s Highway Safety Conference. 
“In the five years since the first 
[1946] President’s Conference,” 
said that group’s discussion guide 
for the 1951 conference in Wash- 
ington, D. C., written before West 
Virginia and Texas had enacted 
their laws, “22 states have had in- 
troduced in their legislatures bills 
for the purpose of making periodic 
vehicle inspection possible. In only 
one instance has a bill been passed 
and approved and a periodic in- 
spection program established. In 
all other instances bills have failed 
of passage.” 

The concern of the President’s 
Highway Safety Conference over 
the failure of many states to move 
ahead in traffic safety by adopting 
inspection laws is understandable. 
Defective cars, buses and trucks 
cause accidents, deaths and in- 
juries, and the major objective of 
the nation’s safety and insurance 
organizations which comprise the 
Conference is to exert every pos- 
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sible means to reduce the traffic 
toll. Because of the importance of 
vehicle inspection to any well- 
rounded traffic safety program, it 
was Officially recommended to the 
Conference last year that an ap- 
propriate agency be named to 
study the entire problem, with 
particular emphasis on the reasons 
why inspection statutes are not 
being accepted by the states. 

“In those states that have statu- 
tory authority to require periodic 
inspection of vehicles, rejections 
on initial inspection in 1949 were 
as low as 2.5 percent in one state 
and as high as 76.6 percent in an- 
other,” the Conference stated, in 
discussing priorities in its action 
program for 1951. “This compares 
with 1.4 percent to 82.5 percent 
in 1948.” 

The man-on-the-street and the 
man-in-the-automobile should be 
as deeply concerned as the Presi- 
dent’s Conference about the safety 
factor of vehicles on the highways, 
because it is their personal safety 
that is involved, whether pedes- 
trian or motorist, or both. As the 
New York Times has pointed out: 
“Any driver can tell of encounter- 
ing numerous cars on the road with 
defective head-lights and tail-lights, 
or of near misses of damage due 
to defective brakes, or of observ- 
ing vehicles with blocked wind- 
shields or rear windows. These are 
contributing causes for the large 
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automobile death and _ accident 
rate, and will continue to con- 


tribute to that rate as long as 
periodic inspection is not on the 
statute books.” 

Many state and local agents’ as- 
sociations, and individual agents 
as well, have given leadership to 
traffic safety programs which have 
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Thomas N. Boate 


proved effective. Others have par- 
ticipated in state and community 
efforts to reduce accidents. Since 
periodic motor vehicle inspection 
is one of the most effective ways 
of achieving greater traffic safety, 
and since two thirds of the states 
have not yet adopted this addi- 
tional safeguard against accidents, 
the timely opportunity for agents 
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to speed the day of complete ac- 
ceptance nationally of the inspec- 
tion idea is apparent. They will en- 
hance their own relations with the 
public by making known the facts 
about the large numbers of dan- 
gerous vehicles traveling the high- 
ways in states which have not put 
an inspection program into effect, 
and in other ways can help bring 
about public demand for an offi- 
cial acceptance of periodic inspec- 
tion in those states. In other states 
which now have such programs, 
the interest of agents can do much 
to keep them at their highest level 
of efficiency and see that they re- 
ceive fullest public support and 
thus are supported financially by 
the state. 

The President’s Conference has 
pointed out that in three states 
which had vehicle inspection laws 
prior to 1946, failure of one state’s 
legislature to provide funds re- 
sulted in collapse of the program; 
in another, a voluntary system was 
substituted for the compulsory one 
which had been in effect, and in 
the third, the law was repealed. 
In all instances, the programs col- 
lapsed in spite of strenuous efforts 
to continue them, made by the ad- 
ministrators, “whose efforts were 
not backed by public support,” 
the Conference report added sig- 
nificantly. 

According to the Committee on 
Engineering of the Conference, 
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the longer life of vehicles now be- 
ing produced by the industry, and 
the increasing age of those in use, 
add importance to vehicle condi- 
tion as a safety factor. “Properly 
conducted motor vehicle inspection 
programs constitute the best 
known means of dealing officially 
with vehicles that may be in- 
herently unsafe,” this committee 
declares. 


SAVE-A-LIFE CAMPAIGNS 


The idea of checking certain 
safety factors in motor vehicles 
was born nearly 25 years ago, in 
the fall of 1927, when Governor 
Alfred E. Smith of New York pro- 
claimed a “Save-a-Life” campaign. 
In April 1928, a similar campaign 
was proclaimed in Pennsylvania 
by Governor John S. Fisher, with 
a one-month voluntary inspection 
program to check lights, brakes, 
steering gear, windshield wipers, 
mirrors and registration identifica- 
tion of all motor vehicles. From 
these programs has grown the 
systematic inspection movement 
which in 24 years has saved many 
thousands of lives. 

Only 42 percent of approxi- 
mately 750,000 vehicles inspected 
in Pennsylvania’s pioneering in- 
spection campaign in 1928 were 
considered to be in safe operating 
condition. Some kind of adjust- 
ments were required on 58 percent 
of the vehicles tested; 35 percent 
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needed light adjustments, 4 per- 
cent needed brake adjustments and 
4 percent required steering mech- 
anism adjustments. Startled by 
these findings, those interested in 
highway safety—the press, motorist 
groups, civic organizations, parent- 
teacher associations and others— 


supported a recommendation by 
the Governor to the Legislature 
that a law be enacted requiring an 
annual inspection of motor vehicles 
in Pennsylvania. Passed in 1929, 
the law later was amended to make 
the inspections semi-annual instead 


of once a year. 
FATALITIES REDUCED 

It is significant that less than 4 
percent of Pennsylvania’s fatal ac- 
cidents were attributable to faulty 
mechanism in 1948 when the na- 
tional average for such accidents 
was 13 percent. Even more signifi- 
cant is the fact that Pennsylvania 
is the only state in the nation 
which has reduced traffic deaths 
every year since 1946. Semi-annual 
inspection in that state has become 
a more or less routine matter, and 
hundreds of thousands of motorists 
have been trained by the inspec- 
tion stations to have their cars in- 
spected when they drive in for 
ordinary service work during an 
inspection period. 

The acid test of the law’s ac- 
ceptance by the people who are 
footing the bill was given by the 


September 


group of Ohio legislators, as men- 
tioned earlier, when they asked 
motorists on the streets of Harris- 
burg what they think of a law 
that requires them to pay money 
to repair shops twice a year. A 
typical question asked by the law- 
makers was, “Do you feel that you 
are treated okay when you go to 
a repair shop, and do you think 
this law is a racket?” Another 
question was, “Do you feel that 
the law adequately covers defec- 
tive mechanical equipment on 
motor vehicles?” Practically every- 
one interviewed concurred in the 
belief that the inspection of motor 
vehicles was a good law. Among 
the ten states in which private in- 
spection stations are appointed by 
the state, Pennsylvania’s is the 
oldest program in existence, and 
is generally considered to be a 
model for this type of systematic 
inspection. The other states op 
erating under this system are Col. 
orado, Maine, Massachusetts, Mis- 
sissippi, New Hampshire, New 
Mexico, Utah, Vermont and Vir- 
ginia. 

State-owned and -operated in- 
spection stations are conducted by 
two states, Delaware and New Jer- 
sey, and the District of Columbia. 
Under this system the state buys 
or leases buildings, purchases the 
equipment, hires supervisors and 
inspectors, and has complete juris- 
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Dramatically effective in reducing traffic accidents 


diction over the entire population 
of the stations. 

The effectiveness of the state- 
operated plan in reducing the traf- 
fic death toll is dramatically illus- 
trated by New Jersey’s experience, 
which in recent years has had one 
of the lowest traffic death rates in 
the country. In 1937, the year be- 
fore periodic motor vehicle in- 
spection became a reality in New 


Jersey, there were 1,278 traffic 
fatalities. In 1938, the first year of 
inspection, there were 865 auto- 
mobile deaths—a reduction of 32 
percent and a saving of 413 lives 
attributable in large part to the 
effectiveness of the inspection pro- 
gram in weeding out unsafe cars 
and seeing that their mechanical 
defects were remedied. 

During a typical six-month in- 
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spection period, nearly 50 percent 
of the vehicles examined in New 
Jersey were found to have one or 
more reasons for rejection. Such 
reasons have exceeded 1,530,000 
in a single inspection period. This 
total is amazing when it is con- 
sidered that almost every rejection 
is for a condition which is not only 
a potential accident cause but a 
violation of the law. It is not un- 
usual for inspections in New Jersey 
to result in the clean-up of around 
3,000,000 violations in a single 
year. These included, in one pe- 
riod, 790,000 illegal and unsafe 
braking conditions, and more than 
1,400,000 illegal and unsafe light- 
ing conditions, of which 330,000 
lights were out of commission. 
Correcting and these 
conditions saved lives. 


repairing 


New Jersey's REcorp 


Traffic deaths are about half 
the total of pre-inspection years 
in New Jersey, even though motor 
vehicle registrations are more than 
40 percent greater than in 1937 
and gasoline consumption has in- 
creased 25 percent in the inter- 
vening 14 years. The state’s mile- 
age death rate during these years 
of inspection has dropped more 
than two thirds. In 1937 there 
were 12.35 deaths per 100,000,- 
000 vehicle miles; in 1950 the rate 
was 3.9. 


In addition to the 14 states 
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which now have periodic inspec- 
tion prc grams, there are nine 
others in which  municipally- 
owned stations are operated or 
authorized. This type of program 
operates under a city ordinance 
and a state enabling act permit- 
ting a municipality of a certain 
size to conduct its own inspection 
program. As of June 30, 1950, 
there were 11 cities which had sys- 
tematic inspection of motor ve- 
hicles. They are: Miami, Florida; 
Chicago, Evanston, Peoria and 
Springfield, in Illinois; Des Moines, 
Iowa; Omaha, Nebraska; Cincin- 
nati, Ohio, and Chattanooga, Knox- 
ville and Memphis in Tennessee. 
Minnesota and Montana also have 
enabling acts for municipally- 
owned and -operated stations, but 
in mid-1950 no cities in these two 
states had started inspection pro- 
grams. 

The effectiveness of periodic 
motor vehicle inspection is per- 
haps most vividly portrayed in 
contrasting the death rates of the 
states which do not require it with 
those which have such programs 
in effect—whether state-owned and 
-operated, or administered through 
private stations appointed by the 
state. In 1950 the states which do 
not require inspection had a death 
rate 4 percent higher than the na- 
tional average, but in the states re- 
quiring inspection it was 14.7 per- 
cent lower. 
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1950 Motor Vehicle Death Rates* 
States Having Periodic Inspection 
vs. 
States Not Having Inspection 


National Rate 
All States Not Requiring Inspection 
All States Requiring Inspection 


States Having Private 
Inspection Stations 


Appointed by the State 


Average Rate Above or Below 
per 100,000,000 National Rate 
Vehicle Miles (%) 
7.5 —_ 
7.8 + 4.0 
6.4 14.7 


6.9 — 


States Having State-Owned 
and -Operated Inspection 


Stations 


4.6 38.7 


*Based on preliminary estimates released by the National Safety Council. 


As shown in the accompanying 
table, based on preliminary esti- 
National 


mates released by the 
Safety Council, traffic deaths last 
year in the states with private sta- 
tions appointed by the state were 
8 percent below the national aver- 


age. In those with state-owned 
and -operated stations, automobile 
fatalities were 38.7 percent below 
the national average of 7.5 deaths 
per 100,000,000 vehicle miles! 
The Association of Casualty and 
Surety Companies pioneered in 
promoting the original “Save-a- 
Life” volunteer inspection cam- 
paign in 1927. For many years the 
Association has been in the fore- 
front of the movement to broaden 
the acceptance of systematic motor 
vehicle inspection because it has 


proved itself as a method of sav- 
ing lives and preventing accidents. 
With that movement now taking 
on new life as the result of the 
unflagging efforts of the Associa- 
tion’s accident prevention depart- 
ment and others interested in high- 
way safety, this is the most op- 
portune time in recent years for 
agents to get behind periodic motor 
vehicle inspection. There is no 
greater opportunity for public serv- 
ice at this time for the agent or 
agents’ association interested in ac- 
cident prevention. 

The Association of Casualty and 
Surety Companies and the Amer- 
ican Association of Motor Vehicle 
Administrators are joint sponsors 
of the Motor Vehicle Inspection 
Code of the American Standards 
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Association, completed in 1938. As 
a corollary to this code, the Asso- 
ciation developed with the AAMVA 
the Motor Vehicle Inspection Man- 
ual, which is-the “bible” for states 
setting up and administering in- 


spection laws. Agents and associa- 
tions interested in furthering motor 
vehicle inspection may obtain fur- 
ther information from the Associa- 
tion’s accident prevention depart- 
ment. 








“I don’t think he has the confidence in his car that he used to have!” 
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London Guarantee and Accident Company, Limited 
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Manufacturers Casualty Insurance Company 
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North River Insurance Company 
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Ocean Accident and Guarantee Corporation, Limited 
Ohio Farmers Indemnity Company Old Colony Insurance Company 


Pacific Insurance Company, Limited 
Phoenix Indemnity Company Phoenix Insurance Company 
Providence Washington Indemnity Company 
Providence Washington Insurance Company 


Queen Insurance Company of America 


Rochester American Insurance Company Royal Indemnity Company 


Saint Paul-Mercury Indemnity Company Seaboard Surety Company 
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